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UNITED STATES CIVIL SERVICE COMMISSION eT Ces ees 
WASHINGTON 25, D. C. 





March 24,1958 


Committee on Post Office 
and Civil Service 
House of Representatives 
Room 213, O14 House Office Building 


Dear Mr. Murray: 


The Commission herewith submits its report of the study requested 
by your Committee in Report No. 1211 on H. R. 607, one of the nearly 
150 bills introduced in the 85th Congress proposing generally to further 
increase annuities under the Civil Service Retirement Act which began 
on or before October 1, 1956. Our submission of findings is in the 
attachment titled "Report on Civil Service Annuitants." 


While the’ full findings are detailed separately, we are outlining 
below some highlights from our survey of income of a representative 
cross-section of annuitants retired prior to October 1, 1956. 


Our survey shows that civil service annuity constitutes 5% of 
these annuitants' total income; their average civil service annuity is 
$1,602; other income is $1,115; average total income is $2,717. 


Of these annuitants, 27.5% have civil service annuity only, which 
averages $1,855. ‘The remaining 72.5% have civil service annuity aver- 
aging $1,506; other income, $1,537; total income, $3,043. 





The percentages of annuitants who have other income from the source 
indicated, with average annual income per recipient, are as follows: 


Percentage of Annual Average 


Source of Income Annui tants Per Recipient 

Social Security 26.0% $ 662 
Railroad Retirement 7 816 
Military retired pay 1.7 1,978 
Veterans pension or compensation 18.3 950 
Other monthly Federal benefits 9 1,019 
Wages or self-employment 23.8 1,907 
Other sources 31.6 


The percentage colum does not, of course, add to 100%. Annuitants with 
no income other than civil service annuity are not included, and som 
annuitants have more than one source of other income. 


A more detailed breakdown of annuitants who have income from wages 
or self-employment is as follows: 


Average Annual Income Per Recipient 


Amount of Income Percentage Civil All 
From Wages or of All Wages or Self- Service Other Total 
Self-Employment Annuitants Employment Annuities Sources Income 


Retired for Age end Service 


less than $1,200 9.0% $ 523 $1,625 $765 $2,913 

$1,200 and over 8. 3,485 1,487 570 5» 542 
Total 17. 1,985 1,557 668 4,210 
Retired for Disability 

less than $1,200 3.1% $ 536 $1, 187 $538 $2,261 

$1,200 and over 0 2,879 1,182 353. sk, hah 
Total oes 1,681 1,184 Wh = 3,33 
Retired for All Reasons Combined 

Less than $1,200 12.1% $ 526 $1,511 $707 = $2, Ths 

$1,200 and over 1. 3, 332 2 514 5,254 
Total aa ° 1,907 1,461 612 3,980 
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The average and composition of yearly income of the annuitants by 
sex and type of retirement are as follows: 


Average Annual Income -- 
All 


Class of Civil Service Other Total 
Annui tant Annuity Income Income 
Age and service; 
Male $1, 805 $1,269 $3,074 
Female 1,417 693 2,110 
Total 1,733 1,162 2, 895 
Disability: 
Female 1,145 My 1, 586 
Total 1, 248 988 2,236 
Age and service total 
exceeds disability total by -- 38.9% 17.& 29.5% 


The Commission does not make any recommendation with respect to the 
findings resulting from this study. 


By direction of the Commission: 


Sincerely yours, 


Harris Ellsworth 
Chairman 





REPORT ON CIVIL SERVICE ANNULTANTS 
REQUESTED BY COMMITTEE ON POST 
OFFICE AND CIVIL SERVICE, 
HOUSE OF REPRESENTATIVES 


i 

Request for Report : 
t 

| 


In the first session of the Eighty-fifth Congress, the Committee on 
Post Office and Civil Service of the House of Representatives considered 
the question of increases in the Civil Service annuities of employee 
annuitants and survivor annuitants whose annuities commenced on or before ' 
October 1, 1956. ‘This date is the effective date of the Civil Service 
Retirement Act Amendments of 1956 (Title IV of Public Law 854, 8th Con- 
gress, approved July 31, 1956), which made several important liberaliza- 


' 
tions in annuities based on separations occurring on and after its 
effective date. | 


On August 21, 1957, the Committee reported an increase bill (H.R. 607 - 
Report No. 1211, 85th Congress, lst Session). ‘The report contains the 
following: 


"Civil Service Commission Study 


The committee deliberations on this legislation disclosed 
the existence of serious inequities and inconsistencies in the 
amounts and the relationships of benefits payable under the 
civil service retirement program. Time did not permit complete 
exploration and final determination of a policy with respect to 
these matters before action is taken to provide increases for 
those annuitants now in need. The committee, therefore, re- 
commends that such increases be granted at this time, as pro- 
vided in the reported bill. It is the unanimous conclusion of 
the committee, however, that an early and complete study should 
be made with a view to the elimination of such inequities and 
inconsistencies. 


In accordance with this determination, the committee re- 
quests the United States Civil Service Commission to conduct a 
study and analysis of the present annuity structure and of 
methods of adjusting annuities under the Civil Service Retire- 
ment Act, and to report its findings and recommendations to the 
committee not later than March 31, 1958. 


The report of the Commission should include, but not 
necessarily be limited to, findings and recommendations with 
respect to (a) types and amounts of annuities payable currently, 
(b) adjustments in annuities since 1939, (c) increases in the 
cost of living since 1939, (d) the relationship between annui- 
ties, service, and salaries, (e) income which annuitants 
receive from wages or self-employment, (f) annuities received 
by spouse or other members of immediate family, and (g) other 
benefits which annuitants receive under the Social Security 
Act, the Railroad Retirement Act, or any act providing annuity, 








retired pay, pensions, or other continuing benefits based 
on military service or on civilian service for the United 
States Government or the mmicipal government of the 
District of Columbia. 


It is contemplated that the Civil Service Commission 
obtain from annuitants in such manner as it shall prescribe, 
and from other departments and agencies of the United States 
Government and the mmicipal government of the District of 
Columbia, such information as it shall deem essential to 
complete the study and report described above." 


Procedure for Compiling Income Data 


The Commission maintains a statistical record for each annuitant on 
the roll, showing data which are available from the claim file. These 
include such items as sex, year of birth, year retired, rate of annuity, 
years of service, “high-5" average salary, and provision of the Retire- 
ment Act under which the annuitant was retired. 


However, the Commission had no information as to the income of 
annuitants other than that portion derived from Civil Service annuity. 
It was therefore necessary to send out questionnaires and to request 
income data from annuitants. 


Due primarily to time and cost limitations, the scope of the study 
was limited as follows: 


1. Only employee annuitants would receive questionnaires. 

2. Only approximately 10% of the employee annuitants 
whose ennuities commenced on or before October 1, 1956, 
and whose current addresses were in the continental 
United States, would receive questionnaires. 


A questionnaire and an explanatory notice were prepared, and were 
adopted after consultation and agreement with the Committee staff and 
the Bureau of the Budget. Copies are appended as Exhibits A and B. 


The Division of Disbursement of the Treasury Department cooperated 
fully by imprinting names and addresses on the reverse of the questionnaire 
cards, using the addressograph plate file from which monthly annuity checks 
are prepared. At the same time claim numbers were punched in the cards. 

A terminal digit 7 in the claim mumber was selected at random as the 
basis for establishing the 10% sample. Imprinted cards with claim numbers 
ending in 7 were withdrawn and matched with cards bearing corresponding 
claim numbers from the Commission's statistical file. This established 

a control on the questionnaires mailed. 


All returned questionnaires were reviewed and, where -necessary, ad- 
justed for compliance with instructions to report annual amounts and for 
agreement of total income with the sum of the detailed source amounts. 








An "incom report" card was prepared from each return and mtched 
with the corresponding control card. Various statistical items wre 
transferred from the latter to the former, so that a single record was 
established which contained the reported income items together with 
the statistical items from the Commission's files. These consolidated 
cards were then tabulated in a varicty of groupings to provide the 
basis for the tables described later in this report. 


Validity of the Sample 


Questionnaires were mailed to 22,884 annuitants, and 19,254 were 
returned in time to be included in the tabulations. This is a return 


percentage of 84%, indicating a high degree of cooperation in the study 
by annuitants. 


The sample was compared in several ways with the complete figures, 
as of June 30, 1957, for annuitants then on the roll whose annuities 
were determined under the Act in effect prior to Public Law 854. Males 
account for 80.1% of the sample; in the 1957 tabulations, they represent 
80.4%. The average annual Civil Service annuity from the sample is 
$1,602; on June 30, 1957, it was $1,582. This small difference of $2 per 
month is accounted for in part by the exclusion from the sample of annui- 
tants residing outside the United States, whose average annuity is less 
than that of United States residents. 


Table 1 gives a more detailed comparison, by provision under which 
retired, of the sample with the complete figures as of June 30, 1957. 
Differences of more than 1% of the number of annuitants as a percent of 
the total appear in only two categories; by amount of annuity, there is 
only one difference exceeding 1%. Aside from Members of Congress, who 
constitute but a small fraction of the total, differences in average 
annuity exceed $3 per month in but one category, and are $1 per month 
or less in 7 of the 11 groups. 


In summary, it appears that the tabulated sample fairly represents 
the entire group of employee annuitants whose annuities commenced on or 
before October 1, 1956, insofar as items are concerned on which com- 
parisons may be made. Verification of reported income other than Civil 
Service annuity was not attempted, but from the volume of correspondence 
accompanying the returns, plus subsequent letters reporting errors and 
corrections, it seems reasonable to conclude that annuitants attempted to 
supply complete and accurate income information. 


Findings from the Income Survey 
1. Preliminary comments 


Tables 2 through 13, appended to this report, present the results of 
the survey. It was considered more meaningful to show number of annuitants 
in a particular category as a percent of the total of the group, rather 
than to inflate the number reporting in the sample to the total on the 












































annuity roll. The various percentage distributions were not forced to 
add to 100%. 


On June 30, 1957, there were about 242,500 employee annuitants on the 
roll whose annuities, at the then-current annual rate of $385,400,000 
commenced on or before October 1, 1956. ‘This number hos decreased because 
of deaths (offset in small part by delayed additions to the roll) to a 
resent figure of about 230,000, with ennual rates of approximately 
366,100,000. Thus in those tables showing number as a percent of the 
total of all categories, 1% represents about 2,300 annuitants. This 
applies to Tables 2, 4 through 8, and 10. In Tables 3, 9, lI, 12, and 13, 
number is shown as a percent of the total of a particular category, so the 
above conversion rule does not apply to these tables. 


The questionnaire (Exhibit A) lists 8 different sources of income. 
In tables 2 through 8 and 10, these have been show as 4 types of incom, 
as follows; 


a) Civil Service (retirement) annuity; 

b) Social Security (old age) benefits; 

c) Other Federal benefits, which combines Railroad Retirement benefits, 
military retired pay, pension and compensation from the Veterans 
Administration, and monthly benefits from any other source based on 
civilian service for the United States or the District of Columbia. 
Of the total income reported in these 4 categories, benefits from 
the Veterans Administration account for 78.6%; the other categories 
are relatively small; and 

(4) All other sources, which combines wages and self-employment with any 
income not included in the other categories. 


In the tables showing average income, either in total or by source, 
the average is the arithmetic mean. In Tables 2 through 8, the average 
income in each category is obtained by dividing the total dollars re- 
ported for the particular type of income by the total number in the 
category, including those who did not report that type of income. In 
other words, except for Civil Service annuity, Tables 2 through 8 do not 
show for each type of income the average for those receiving that type of 
income, but rather the contribution made by that type to the total average 
income of all annuitants in the particular category. 


2. Distribution by provision under which retired 


Table 2 shows the percentage of annuitants in each retirement cate- 
gory, and the average annual income - from the 4 types previously des- 
scribed and in total - for each category. 


Disability annuitants constitute the largest single category followed 
by the "full career" group - those retiring optionally at or above age 60 
with 30 or more years of service. The average Civil Service annuity of 
the career group is twice that of the disability group, while the total 
incore is only 50% greater. Disability annuitants have the highest 
average "Other Federal benefits" (primarily Veterans Administration 








pension and compensation); Civil Service annuity provides 56% of their 


total income, only slightly less than the comparable figure of 59% for 
all annuitants. 


Highest average Social Security benefits are received by the group 
designated "Separation annuity, immediate." This includes (a) persons 
who separated prior to April 1, 1948, not eligible under the optional 
provisions, whose annuities commenced before that date at or above age 
55; and (b) persons who separated under the 1948 Act at or above age 62 
with less than 15 years of service. Next is the group designated 
"Separation annuity, deferred." This includes (a) persons who separated 
prior to April 1, 1948, with annuities commencing after that date at age 
55 or age 62 (depending on the type of separation); and (b) persons who 
separated under the 1948 Act at ages below 62, with annuities commencing 
upon attainment of that age. 


These two groups are made up primarily of short-service employees, 
with average service slightly over 10 years. It is to be expected that 
they acquired Social Security benefits on the basis of employment in 
private industry, either before or after their Federal service. The de- 
ferred group has relatively high income from "All other sources", indi- 
cating substantial current employment. Civil Service annuity provides 
only 20% of the total income of this group. 


Aside from Members of Congress, the 3 groups reporting the highest 
total income are those where the Civil Service annuity is not a dis- 
ability or a superannuation benefit, but is awarded at a “pre-normal” 
retirement age. ‘These groups, ranked by total income, are; (a) optional, 
20 years’ service, age 50 or above (the so-called "investigative" pro- 
vision); (b) involuntary, 25 years' service (regardless of age); and (c) 
optional, 30 years’ service, age 55 (with a reduced annuity). 


3. Distribution by age and sex 


Table 3 shows, by 5-year age groups (age in 1957), the number of males 
as @ percentage of total males and the average annual income by type and 
in total. Similar data are shown for females who, as previously stated, 
constitute about 20% of the total annuity roll. 


Civil Service annuity for males is 25% greater than the average for 
females, whereas total income is 50% greater. The average for each type 
of income is higher for males, as might be expected. 


For both males and females, the 65-69 age group is the largest. 
Again for both sexes, total income increases with age to a peak in the 
60-64 group and thereafter decreases. 


hk, Distribution by years of service 


Table 4 shows, by 5-year service groups, the percentage of annuitants 
in each group and their average annual income by type and in total. The 
30-34 years-of-service group is the largest, accounting for nearly 20% of 





California has the largest number of annuitants with over 10% of the 
total, followed by New York with more than 6%. Average Civil Service 
annuity ranges from a high of $1,918 in the District of Columbia to a low 
of $1,208 in Utah. Annuitants in Colorado, Connecticut, and Delaware 
report average total income in excess of $3,000; 6 States are below $2,400, 
with the remainder closely grouped between $2,400 and $3,000. 


8. Distribution by annual rate of Civil Service annuity 


Table 8 shows the percentage of annuitants in various size-of-annuity 
brackets, and their average annual income by type and in total. 


Annuities less than $1,200 per year, averaging $680, are received by 
nearly 30% of the total on the roll. However, other sources of income 
average over $1,400, so that the total income of this low-annuity group is 
nearly $2,100. 


Annuities of $2,400 or more, averaging $3,045, are received by 1&% of 
the total on the roll. Other income averages $1,022, making total average 
income of $4,067. 


The intermediate group, with annuities between $1,200 and $2,400, 
constitute 46% of the total. Their annuities average $1,858, their other 
income $914, and their total income $2,772. 


9. Distribution by annual rate of Civil Service annuity and by t; of re- 
tirement ——— Err pe 


Table 9, as does Table 8, shows a distribution by size of annuity. 
However, annuitants retired for age and service (all provisions except 
disability) are shown separately from disability annuitants, with number 
expressed as a percentage. of the total of each category rather than as a 
percentage of the total of all annuitants on the roll. 


Of the total age and service annuitants, 32.3% have annuities under 
$1,200; 47.2% fall in the $1,200 - $2,399 range; and 20.5% receive $2,400 
or more. For disability annuitants, the corresponding figures are 53.0%, 
43.1%, and 3.9%. 


Average total income is also shown, separately for age-and-service 
and for disability annuitants, by size of annuity. As was shown in Table 8, 


total income does not increase in proportion to an increase in Civil Service 
annuity. 


10. Distribution by combinations of type of income 


Table 10 is based on a grouping of the reports by combinations of 
type of income. ‘Thus the average income by type (except for the total 
line) is derived by dividing dollars of that type of income by only the 
number reporting income of that type. This should be clearly distinguished 
from the averaging procedure used in Tables 2 through 8, described under 
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the total. One-half of the totnl had less than 25 years of service. 


Civil Service annuity increases steadily with length of service, a 
foregone conclusion from the benefit forma. With few exceptions, the 
opposite trend appears for other types of income. While there is a 
difference of over $3,000 between the highest and lowest average Civil 
Service annuity, this difference is only slightly over $2,000 on average 
total incom. 


Annuitants with the shortest service have the highest average incom 
from Social Security benefits and from "All other sources." This expected 
situation has previously been cited in the discussion of "Separation 
annuity." 


5. Distribution by fiscal year retired 


Table 5 shows the number of annuitants retired each year (grouped 
prior to 1930) as a percentage of the total now on the roll, and their 
average annual incom by type and in total. 


Only 4.1% of annuitants now on the roll retired before 1939, a common 
take-off point in discussions of increases in cost of living. Over one- 
half of the total retired after 1951. 


Civil Service annuity is lowest for retirements in 1947 and 1948, when 
the "Separation annuity" categories were high, and is highest in 1934 and 
1935, when involuntary separations after 30 years of service, regardless 
of age, took place under the so-called Economy Act of 1933. Aside from 
these extremes, there is a considerable degree of uniformity, indicating 
that prior adjustments in annuities have not done a poor job in leveling 
out differences in salary level and benefit formula. 


As might be expected, income from "All other sources" is highest for 
those annuitants recently retired. Total income follows a similar pattern. 


6. Distribution ty average salary 


Table 6 shows the percentage of annuitants in each $600 bracket of 
"high-5" average salary, one of the factors in the annuity computation 
formula, together with their average annual income by type and in total. 


Over 50% of all annuitants retired on average salaries between $1,800 
and $3,600. Less than 5% had salaries of $6,000 and above. 


As expected, income from Civil Service annuity increases with salary; 


moreover, the same relationship holds for income from “All other sources" 
and for total income. 


Te Distribution by State of residence 


Table 7 shows the percentage of annuitants residing in each State, and 
their average annual income by type and in total. 
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While 703% of all annuitants have total incom less than salary, 
there is considerable variation by provision under which retired. Only 
a@ little more than one-fourth of the "Involuntary - 30 years’ service" group 
fall below the 100% ratio of income to salary; many of them receive Civil 
Service annuities in excess of the salaries on which they retired. More 
than one-half of the "Separation annuity - deferred" group have total 
incomes exceeding their "high-5" salaries. 


The “Ratio under 50%" line of the table also shows some interesting 
differences. While over one-sixth of all annuitants have total income less 
than 50% of salary, only 1.35% of the “full career" group - optional, 30 
years’ service, age 60 - are in this category. 


13. Percen of annuitants in each provision-under-which-retired cate 
rece ° of income r ave ncome e 
come 


Table 13 is the only one of this series which shows separately each of 
the & types of income specified in the questionnaire. The upper half of 
the table shows, in total and by provision under which retired, the per- 
centage of annuitants in each category reporting each type of income. 


Social Security benefits are received by 26% of all annuitants, with 
wide variation according to provision under which retired. Over 60% of 

the "Separation annuity - immediate” group receive Social Security benefits, 
followed by 35% of the "Separation annuity ~- deferred" group. The low 
percentage groups are, as expected, at the "pre-normal” optional retirement 
ages of 55 and 50. Many of these annuitants have not yet attained the 
Social Security retirement ages of 65 for men or 62 for women, but may 
qualify for benefits in the future. Over 13% of disability annuitants are 
receiving Social Security benefits. 


Veterans pension and compensation is paid to over 18% of all annui- 
tants. By type of retirement, disability recipients rank the highest with 
nearly one-third of all disability annuitants receiving Veterans Adminis- 
tration payments. 


Nearly one-fourth of all annuitants reported income from wages and 
self-employment, while almost one-third had income in the “Any other” 
category. The "Involuntary, 30 years’ service" group - retired over 20 
years ago - shows the lowest percentage receiving wages and self-employment 
income, but the highest percentage in the "Any other” type. Over 20% of 
all disability annuitants reported income in each of these two income 
classifications. 


Not shown in Table 13, but developed from a supplementary tabulation, 
is the distribution by size of income from wages and self-employment. 
Nearly one-half of those annuitants reporting such income - which means 
11.7% of all annuitants - received $1,200 or more in 1957 from this source. 
Their Civil Service annuities are 10.3% of total annuities paid to retired 
employees. The bill reported by the Committee, H. R. 607, would not grant 
annuity increases to those annuitants whose annual income from gainful 
employment exceeds $1,200. If enacted, it would bar increases to about 
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"Preliminary comments". 


For example, Table 10 shows that the average Social Security benefit, 
for the 26% of annuitants receiving this benefit, exceeds $600. However, 
ollars o a. ne are averaged over all annuitants, 


including non-recipients, the average is $172. 


This table shows that 274% of all Civil Service annuitants have no 
other source of income, but that their average annuity of $1,855 exceeds 
the over-all average annuity of $1,602 by $253. ‘This average of $1,855 
exceeds the average Civil Service annuity of any of the other groups 
which have one or more other types of income; however, it is less than 
the average total income of any of these other groups. 


The only groups with total annual income exceeding $3,000 are those 
reporting income from "All other sources" (wages, self-employment, in- 
vestments, etc.). Over 48% of all anmnuitants reported income of this type, 
with the majority of these showing only Civil Service annuity as another 
source of incom. 


ll. Distribution by annual rate of Civil Service annuity and by total 
annual income 


Table 11 shows the percentage of annuitants in each $1,000 bracket 
of Civil Service annuity, with the average total income of each group. 
In addition, it shows for each group separately the cumlative percentage 
with total income below specified levels. The difference between con- 
secutive figures in a particular colum would, of course, give the per- 
centage of annuitants in that category with total income between the 
indicated limits. 


For example, 45.30% of annuitants whose annuities are in the $1,000 - 
$1,999 range have total income under $2,000, while 78.82% have total incom 
under $3,000. The difference in the two percentages, amounting to 33.52%, 
is the portion of this group with total income in the $2,000 - $2,999 
bracket. 


The "Total" column shows that over one-third of all annuitants have 
total income less than $2,000, and that nearly 70% have total income less 
than $3,000. Since 95.93% have total income less than $6,000, there are 
4.07% with total incomes of $6,000 and over, as compared with .05% whose 
Civil Service annuities are of this magnitude. 


12. Cumulative distribution by ratio of total annual income to salary 


Table 12 was prepared by dividing total annual income on each report 
by that annuitant's "high-5" average salary and by grouping the cards 
according to the resulting ratios. The figures do not reflect the ratio 
of current income to current salary for the job from which retired, but 
rather to the average salary on which annuity was based. The table is on 
a cumilative basis, in total and separately for each provision-under- 
which-retired category. 











1 out of every 8 or 9 employee annuitants, and would reduce the cost of an 
unlimited, flat percentage increase by about one-tenth. 


The lower half of Table 13 shows, in total ond by provision under which 
retired, the average annual incom from each type of income for those annui- 
tants receiving the particular type. The figures are thus the averages per 
recipient, as contrasted with the averages shown in Tables 2 through 8 and 
previously described. 


Average income from wages and self-employment exceeds $1,900 for those 
annuitants receiving it. Average income from “Any other" source is $848; 
from Social Security benefits, $662; and from Veterans Administration, $950. 


Railroad Retirement benefits, military retired pay, and "Other Federal 
benefits" (which here means only item 5 on the questionnaire, rather than 
the grouping previously carried under this heading) are received by very 
small percentages of all annuitants. The average military retired pay of 
nearly $2,000 exceeds the averages for each of the other types of income. 


14. Supplementary information from the questionnaire 


Item 4(c) requested a "Yes" or "No" answer to the question "Do you have 
@ service-connected disability?" Of those who completed this item (over 95%), 
10.9% answered "Yes" and 89.1% "No". 


Item 9 requested information concerning income of the spouse, limited 
to monthly or other regular checks from the Federal or District of Columbia 
Government. This question was answered on over 99% of the replies, with 
the following distribution: 


Yes 18.2% 
No 53.0 
Not married 28.8 


This indicates that the spouses of one-fourth of all married annuitants 
received incom in 1957 of the type described. The average per recipient 
was $1,038. 


Increases in cost of living 


The Committee request for this study included an item on increases in 
cost of living since 1939. The generally-accepted measure of cost of living 
is the Consumer Price Index, prepared by the Bureau of labor Statistics in 
the U. S. Department of Labor. Separate indexes are calculated for various 
components of living costs (food, housing, etc.) and for various localities, 
but for general comparative purposes it is customary to use the "All items, 
U. S. city average" composite index. 


Table 14 shows the percentage increases in the Consumer Price Index 


from each year to 1958, beginning with 1939. The increase is measured from 
the annual average for the year to January 1958. 


=» 19) << 








The index for 1939 is 59.4 and for January 1958 is 122.3, which means 
an increase of 105.9% over the 1939 base. However, as shown in Table 5, 
less than 5% of employee annuitants now on the roll retired in or before 
1939, so that year is not a proper base from which to measure cost-of-living 
increases since retirement for the great majority of annuitants. Over 50% 
of all annuitants now on the roll retired after 1951, during which time the 
increase in cost of living has been less than 10h. 


The Commission's report of June 26, 1957, made to the Committee with 
reference to the various annuity increase bills then before it, contained 
a table comparing increases in annuities since retirement at various dates 
with increases in cost of living over the same periods. This material 
has been up-dated and is appended as Table 15. For 30-year employees in 
4 classified and 2 postal positions, with retirement at 10 different dates, 
the table compares increases in annuities and in cost of living from retire- 
ment to January 1958. 


In general, the table demonstrates that annuity increases have equaled 
or exceeded cost-of-living increases for annuitants who served in the lower 
grades and who retired after 1942 but before September 1955. Annuitants 
in the higher grades have not fared as well. Since there has been no 
change in the annuity at retirement of those who retired in September 1955 
or later, subsequent cost-of-living increases have not been offset. 


Table 15 also shows, in the last colum, the percentage increases in 
present annuities which would equate them with annuities under Public 
Law 854, ‘The wide variation in the figures illustrates the complexity of 
the problem. In certain cases (ith class Postmasters recently retired and 
GS-2 employees retired before April 1948), present annuities are already 
greater than those under Public Law 854. In the higher grades, a substantial 
increase would be required to attain equality. In other situations (GS-4) 
there is a remarkable uniformity in present annuities, regardless of the 
date of retirement. 


Prior adjustments in annuities 


The Committee request also listed, as a subject to be included in this 
study, the past methods of adjusting annuities under the Civil Service Re- 


tirement Act. Exhibit C, attached, presents a description of prior adjust- 
ments. 
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Exh 


UNITCD STATCS CIVIL SERVICE COMMISSION 
Burean of Departmental Operations 
Retirement Division 
Washington 25,0. € 


Report the amount of income you received in the calendar year 1957 


from each of the following sources. Answer every question -- 
if none, write “none” 


TOTAL RECEIVED IN CALENDAR 


1. Civil Service Retirement Annuity $ 


2. Social Security Old Age Benefits | $ 












Railroad Retirement Benefits 


(a) Retired pay based on military 


or naval service 


(b) Pension of compensation from 
Veterans Administration 
bosed on military or naval 

service 






(c) Do you have a service-connec- 


ted disability? [_]yves [C]No 














Monthly benelits from any other 
source based on your 
civillan service for the 
United States or District of 
Columbia Government 


Wages and self-employment 


7. Any income not reported in 
items 1} through 6 


8. Total income from all sources 


9. (a) Does your wile or husband receive 


monthly or other regular checks (_] ves (_]No 
from the Federal or District of 
[_] NOT MARRIED 


Columbia Government? 





(b) tf “yes”, give total received 
by wife or husband in calen- $ 
dor year 1957 








(SIGNATURE OF ANNUITANT) 


BUDGET BUREAU NO. 50-5702 
APPROVAL EXPIRES MARCH 31, 1958 


FORM RET 41-22 
OCTOBER 1957 


1 


b: 


t 


A 








Exhibit B 
UNITED STATES CIVIL SERVICE COMMISSION 


Bureau of Departmental Operations 
Washington 25, D. C. 


NOTICE CONCERNING QUESTIONNAIRE 


The Committee on Post Office and Civil Service of the House of Repre- 
sentatives has requested this Commission to conduct a study of the income 
which Civil Service Retirement Act annuitants receive. The results of this 
study are to be considered in determining a policy for the adjustment of 
annuities of persons already retired. 


We need your help in order to give the Committee information which will 
be of the greatest value. We are sending a letter like this one to each 
annuitant retired before October 1, 1956, whose claim number ends with a 
seven. Please proceed as follows: 


1. Read the enclosed questionnaire carefully. 

2. Answer all questions to the best of your ability. 

3. Sign the card and place it in the enclosed envelope addressed 
to the Commission. No postage stamp is needed. 

4. Mail your reply AS SOON AS POSSIBLE BUT NOT LATER THAN 
JANUARY 21, 1958. 


The following suggestions may help you in filling out the form: 
All items--Report amounts in even dollars. Do not report cents. 


Items 1 to 5--For any monthly benefit, the amount to report is 
the total you received in the calendar year 1957. For example, 
if you received a benefit all year and your monthly check is 
$169, the total is 12 times $169 and you should report $2028. 
For another example, if you received the benefit for only four 
months and your check is $62 a month, take 4 times $62 and 
report $248. For a final example, if your benefit all year was 
$40.20 a month, take 12 times $40.20, which is $482.40 and 
report $482. Do not report the 40 cents. 


Item 6--For wages and self-employment, report the amount of in- 
come you received for your services. This should be the same 
amount of income you have reported or will report as gross in- 
come from wages and net income from self-employment on your 
Federal Income Tax return. 


Item 7--Report under item 7 total income of a continuing nature 
which is not reported in items 1 through 6. Included should be 
all income from investments, purchased annuities, trust estates, 
rents, royalties, public assistance, and any other income of a 
continuing nature. Do not include any one-time payments of any 
kind. If you have any question as to whether any continuing 
income you received should be reported in items 1 through 6, 
report it in item 7. 


Item 8--Add the amounts reported in items 1 through 7 and report 
the total as item 8. 








Item 9--Report the total amount of any salary, annuity, Social 
Security benefit, retired pay, or other regular checks your 
wife or husband receives from the Federal Government or the 
District of Columbia Government. 





YOUR REPLY WILL BE KEPT IN CONFIDENCE AND YOUR INDIVIDUAL REPORT WILL 
NOT BE PUBLISHED OR DISCLOSED. IT WILL BE DESTROYED AFTER YOUR ANSWERS HAVE 
BEEN COMBINED WITH THOSE OF OTHER ANNUITANTS IN STATISTICAL TABLES. 


Thank you for your cooperation. 
RETIREMENT DIVISION 


FORM RET 41-22a 
October 1957 


GPO 832107 








Exhtbit Cc (1) 


METHODS AND HISTORY OF ADJUSIMENTS IN PROOR ANNUTTY AWARDS 
UNDER THE CIVIL SERVICE RETIRVMENT ACT 


Past awards have been adjusted in two ways: (1) by retroactive application of a 
liberalized benefit forma adopted for future retirements; and (2) by direct dollar 
or percentage increases, 


Major adjustments were afforded in 1926, 1930, and 1946 through recomputations 
under the first of these two methods. Increased benefits for the future were simply 
passed along to annuitants already on the roll, with adjustments to them depending 
entirely on the adoption of a liberalized benefit formila for the future. 


Beginning in 1948 there was a departure from the recomputation approach; annuitants' 
adjustments were applied separately from forma liberalizations for the future, by 
the direct dollar or percentage increase method. The five mjor adjustments provided 
in this manner from and after 1948 are described below. 


Act of February 26, 1948 (effective April 1, 1948) 


Afforded each employee annuitant retired prior to April 1, 1948 an increase of the 
lesser of 25% of existing rate or $300 per year, starting April 1, 1948. Married anmui- 
tants were given an added right; they could elect to forego the increase and name their 
spouses for a lifetime survivor's annuity of half their own unincreased rate, but not 
exceeding $600 per year. 


This Act, in recognition of higher living costs and to improve the retirement 
system, had liberalized the annuity formula for the future and provided a prospective 
program of improved family survivor annuity protection. It thus included this con- 
mensurate adjustment to those already retired. 


About 125,000 annuitants were affected. Same 100,000 took increases, with the 
remaining 25,000 electing the spouse's survivor protection. The adjustment was payable 
from the retirement fund and increased its liabilities by approximately $22,000,000. 


Act of 6, 1950 (effective September 1, 1950 


Granted all married civil service retirees whose anmities had commenced on or 
before April 1, 1948, an added benefit adjustment. In recognition of the difficult 
position in which these annuitants were placed by having to choose between an increase 
and spouse's survivor protection in 1948, this Act afforded them either the annuity 


— (lesser of 25% or $300) or the survivor protection for spouse not chosen in 
1945. 


Approximately 75,000 annuitants benefited under this Act. It added a total of 
about $157 million to the Government's cost of maintaining the retirement system. 


Act of : 16, 1952 (effective September 1, 1952 


Gave each employee and survivor annuitant then on the civil service annuity roll 
an increase in annuity, starting September 1, 1952, amounting to $36 for each full 6- 
month period elapsed between retirement date and October 1, 1952, with a maximm in- 
crease of (a) $324 or (b) 25% of existing rate, and with a further provision that no 
annuity could be raised beyond $2,160 by the amendment. 





Exhibit ¢ (2) 


This Act was termed a cost-of-living mensure, designed to offset temporarily the 
decreased purchasing power of annuities. Increases under it were accordingly set for 
termination June 30, 1955 at the very latest, with provisions for earlier terminition 
if living costs dropped below a given level or in the absence of certain appropriation 
actions by Congress to finance them. 


Increased payments to annuitants under this Act were to be paid from the rtiremnt 
fund for the first two years. Cost for this 2-year period was estimted at $62 million. 


Act of August 31, 1954 


Continved the 1952 law temporary increases to retirees in effect, making them 
permanent and payable from the retirement fund. Also, the $2,160 increase ceiling was 
made applicable only to regular annuity, thus making the ceiling inoperative as to any 
portion of a total benefit purchased by voluntary contributions. 


Estimated total cost of continuing increases in effect on ao permanent basis was 
$218 million. Applying the ceiling only to regular annuity resulted in increases to 
annuitants costing about $40,000 the first year. 


Act of A t 11, 1955 (effective October 1, 1955 


Increased all existing employee and survivor annuities (effective October 1, 1955, 
or upon commencing date of annuity, whichever might be the later) in accordance with 
the following schedule, but not beyond $4,104 per year: 


Annuity not in Annuity in 
Annuity commencing between - excess of $1,500 excess of $1,500 


increased by - increased by - 


August 20, 1920, and June 30, 1955 centum 8 per centum 
July 1, 1955, and December 31, 1955 centum 7 per centum 
January 1, 1956, and June 30, 1956 centum 6 per centum 
July 1, 1956, and December 31, 1956 centum 4 per centum 
January 1, 1957, and June 30, 1957 centum 2 per centm 
July 1, 1957, and December 31, 1957 centum 1 per centum 


This Act was specifically intended to confer benefit adjustments commensurate with 
@ general salary increase afforded active Federal employees in March 1955. Since 
annuities are calculeted as a percentage of the employee's high 5-year average salary 
(usually the lest 5 years of service), these increases were correlated with commencing 
date of annuity to take into account the higher annuity which would result from receipt 
of salary at the increased rates provided from and after March 1955. 


The initial annual cost of these increases was estimated at $44.5 million, with 


the unfunded liabilities of the retirement fund increases by $440 million. An estimated 
295,000 benefited immediately from this enactment. 
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Distribution by age, sex, and by type of income 


Average annual income from - 


Other 
Federal 
benefits 


Age 





Under 35 
35-39 
40-L4 
45-49 
50-54 


55-59 
60-64, 
65-69 
70-74 
75-79 


80-84, 
85-89 
90 & over 


Total 


Under 
35-39 
40-L4 
45-49 
50-54 


55-59 
60-64 
65-69 
70-71, 


75-79 


80-84 
85-89 
90 & over 


Total 





Number 


















as Civil Social 
percent Service | Security 
of total annuity | benefits 











MALE 

-108 |$ 543 - 

236 | 685 - 

50 | 707 - 

1.00 913 - 
1.90 | 1,299 |}$ 1 
6.05 1,594 1 
17.76 1,723 5 
27-77 1,633 255 
22,73 1,764 294 
13.28 1,723 257 
6.24 1,674 188 
2.00 1,652 155 
231 1,580 102 

+ 
100.00 1,669 188 
FEMALE 

24% |$ 556 - 

ol 684 - 
AL 755 ~ 
1.49 809 |$ 10 
3.21 891 1 
9.35 1,403 igs 
18.36 1,505 54, 
26.7 1,313 176 
20.53 1, 308 162 
11.73 1,357 107 
5.62 1,363 80 
1.52 1,356 27 
31 1,052 - 
100.00 1,335 108 





777 
884, 
569 
387 
256 


265 
358 
323 
172 
164, 


159 
146 
220 


$ 85 
82 
100 
50 
76 


81 


54 


23 
32 


65 





All 
other 





$ 1,397 
1,324 
1,490 
1,218 
1,312 


1,136 
1,069 
835 
630 
535 


489 
344 
227 


793 


$ 390 
367 
418 
366 
335 


420 
511 
512 
382 
384, 


305 


178 


1,36 





sources 


Table 3 





Average 
total 

annual 

income 


2,717 
2,893 
2,766 
2,518 
2,868 


2,996 
3,155 
3,046 
2,860 
2,679 


2,510 
2,297 
2,129 


2,909 


946 
1,136 
1,573 
1,267 
1,327 


1,873 
2,146 
2,065 
1,933 
1,902 


1,771 
1,703 
1,230 


1,944 





Distribution by years of service and by type of income Table 4 










Number Average annual income from - Average 


as total 
Years of service percent Other All aes 
of total| Service | Security | Federal other income 

annuity | benefits | benefits sources 


5-9 


$2,202 
10-14 2,136 
15-19 2,368 
20-24, 2,541 
25-29 2,796 
30-34, 3,031 
35-39 3,351 
L0-L4, 3,531 
45-19 3,882 
50 and over 4,164 


Total 








Distribution by fiscal year retired and by type of income 


Fiscal 
year 
retired 


1921-29 
1930 
1931 
1932 
1933 


1934 
1935 
1936 
1937 
1938 


1939 
1940 
1941 
1942 
1943 


1944, 
1945 
1946 
1947 
1948 


1949 
1950 
1951 
1952 
1953 


1954 
1955 
1956 
1957 





+134) $ 1,329 |$ 


-03 
-10 
-18 
027 


1.25 
-60 
hY 
«50 
255 


. 61, 
71 


- 


18 
77 


~ 


-66 
3-92 
5255 
5.53 


nor 


percent Service 
of total] annuity 








1,436 
1,523 
1,459 
1,540 


1,857 
1,782 
1,580 
1,591 
1,600 


1,667 


141 
104 
55 
110 
58 


151 
156 
149 
104 
206 


89 
127 
162 
172 
176 


154 
185 
237 
296 
255 


202 
228 
205 
189 
165 


150 
124 


88 


172 


$ 


Average annual income from - 


Security| Federal 





49 
271 
166 
550 
271 


139 
175 
171 
226 
207 


239 
112 
180 
168 
223 


106 
151 
201 
21,2 


237 


212 
221 
199 
222 
234 


249 
22k 
239 


247 





All 


$ 239 
319 
521 
245 
282 


377 
395 
296 
421 
253 


561 
329 
523 
478 
582 


480 
483 
523 
718 
795 


79 
(a) 


690 
693 
783 
794 


766 
858 
B36 
786 


"79 





other 
sources 


Table 5 


Average 
total 

annual 

income 


$1,758 
2,130 
2,265 
2,364 


2,151 


2,524 
2,508 
2,196 
2,342 
2,266 


NNN ND 


2. 606 
2,609 


2, 586 


= 90 





Distribation by average salary and by type of income Table 6 








Number Average annual income from - Average 

Average salary ~ Social Other total 

percent Security | Federal annual 

of total benefits | benefits income 
$ o $599 $ 477 $231 $127 $ 1,287 
600- 1,199 766 214 180 1,716 
1,200- 1,799 927 215 226 1,89), 
1,800- 2,399 1,288 206 232 2,298 
2,400- 2,999 1,307 205 225 2,393 
3,000- 3,599 1,456 172 247 2,489 
3,600- 4,199 1,846 127 239 2,901 
4y200- 4,799 2,127 97 189 3,177 
,,800- 5,399 2,307 143 18h 3,647 
5,400- 5,999 2,476 130 184 4,089 
6,000- 6,599 2,816 133 188 4,310 
6,600- 7,199 2,901 165 123 4,697 
7,200- 7,799 3,163 237 139 4,732 
7,800- 8,399 3,374 150 258 5,383 
8,4,00- 8,999 3 5603 149 238 6,554 
9,000- 9,599 3,907 139 174, 7,154 
9,600-10,199 Ly lhd 168 220 7,256 
10,200-10,799 1,683 280 132 8,522 
10,800-11, 399 4,216 278 575 7,521 
11,4,00-11,999 4,218 9,153 
12,000 and over 3,248 200 637 12,409 
1*3 Total a 1,602 472 ot 221 = 2,717 

















Distribution by State of residence and by type of income 


Average annual income from - 


Social 


State 
of 
residence 


Alabama 
Arizona 
Arkansas 
California 
Colorado 


Connecticut 

Delaware 

District of Columbia 
Florida 

Georgia 


Tdaho 
Illinois 
Indiana 
Iowa 
Kansas 


Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 


Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 


Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 


New York 

North Carolina 
North Dakota 
Ohio 

Oklahoma 














SS 


oN 
= 
4 


ou 


ew 
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. 
Mm mM 


Ww 
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S 


Me MW 
$O 
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Civil 


Service 
annuity /benefits 


$1,422 


1,458 
1,391 
1,508 
1,589 


1,585 
1,689 
1,918 
1,785 
1,480 


1, 42h 
1,748 
1,520 
1,602 
1,762 


1,330 
1,399 
1,649 
1,811 
1,518 


1,656 
1,809 
1,626 
1,647 
1,636 


1,505 
1,445 
1,515 
1,610 
1,501 


1,619 
l » 400 
1,401 
1,747 
1,410 





$155 


166 
137 


193 
211 


184 
131 
103 
139 
132 


265 
179 


195 


131 
192 
205 


292 
222 
160 
195 
150 


200 
152 
235 
168 
159 


Other 
Federal 
benefits 


$221 
255 
256 
296 
239 


203 


167 
282 
220 


183 
141 
197 
172 
211 


173 
237 
204 
177 


2h5 


186 
172 
226 
187 
177 


191 
171 


189 
254 


182 
161 
207 
Ohh 


All 


other 





sources 





$634 


694 
563 
870 


1,048 


1,064 
1,092 


628 


570 
842 
827 
577 
787 


687 
550 
T17 
672 
763 


981 
952 
T17 
911 
836 


196 
796 
623 
766 


559 


Table 7(1) 


Average 


total 
annual 
income 


2,698 


2,969 
2, 7H 
2,709 
2,905 
2,741 


> Aor 
2,5 30 
2,420 
2,888 


2; 372 








Distribution by State of residence and by type of income (cont'd) Table 7(2) 


Average annual income from - Average 








Number 





















State as total 
of percent Other All annual 
residence of total Service | Security | Federal other income 
annuity | benefits | benefits sources 
Oregon $2,746 
Pennsylvania 2,533 
Rhode Island 2,938 
South Carolina 2,422 
South Dakota 2,549 
Tennessee 2,412 
Texas 2,691 
Utah 2,335 
Vermont 2,693 
Virginia 2,511 
Washington 2,814 
West Virginia 2, 363 
Wisconsin 2,915 
Wyoming 2,376 


Total 2,717 








Table 8 
Distribution by annual rate of Civil Service annuity 


and by type of income 




































rate of as total 
Civil Service percent Civil Social Other All annual 
annuity of total Service | Security | Federal other income 
annuity benefits | benefits | sources 
Under $100 -O7% $ 6 669 $ 277 $228 $540 $1,114 
$100-$ 199 -66 164 141 214 1,800 2,319 
200- 299 2.45 2hg 366 231 1,445 2,291 
300- 399 4.2 346 352 271 1,015 1,984 
hoo- 499 4.69 450 340 2g g14 1,997 
500- 599 3.83 549 299 308 822 1,978 
600- 699 440 650 235 32h The 1,951 
700- 799 3-74 750 231 348 137 2,066 
800- 899 3.3% 847 202 311 680 2,040 
900- 999 3.84 Qh8 194 341 674 2,157 
1,000-1,099 3-55 1,046 197 340 607 2,1% 
1,100-1,199 3.02 1,142 189 344 739 2,414 
1,200-1,299 3.43 1,245 156 315 712 2,428 
1, 300-1, 399 3.14 1,352 126 335 606 2,419 
1,400-1,499 2.66 1,45¢ 160 196 685 2,491 
1,500-1,599 2.98 1,554 127 259 575 2,515 
1,600-1,699 2.78 1,654 115 203 630 2,602 
1,700-1,799 2.95 1,745 134 216 650 2,745 
1,800-1,899 3.9 1,850 102 214 45) »,620 
1,900-1,999 3.58 1,954 84 145 595 2,778 
2,000-2,099 8.72 2,034 172 111 501 2,818 
2,100-2,199 4. 37 2,145 hh 161 577 3,027 
2,200-2,299 2.8% 2,25 92 152 665 3,159 
2, 300-2, 399 47h 2,361 122 133 575 3,191 
2,400-2,999 9.87 2,649 83 107 Tok 3,563 
3,000-3,599 3.41 3,237 7c 65 698 4 070 
3,600-4,199 } 1,81 3,925 83 74 1,235 5,317 
4 ,200-4 ,799 +56 4 435 54 198 1,985 6,67: 
4 ,800-5, 399 sae 5,095 10 350 1,562 7,017 
5, 400-5,999 ] 5,686 223 --- 1,925 7,834 
6,000 & over 205 6,543 130 116 1,491 8,2 





Distribution by annual rate of Civil 
Service annuity and by type of retirement 


Annual 
rate of 
Civil Service 
annuity 

Under $ 100 
$100 - 199 
200 - 299 
300 - 399 
hoo - — gg 
500 - 599 
600 - 699 
JOO - 799 
800 - 899 
900 - 999 
1,000 = 1,099 
1,100 - 1,199 
1,200 - 1,299 
1, 300 =“ 1,399 
1,400 - 1,499 
1,500 - 1,599 
1,600 - 1,699 
1,700 - 1,799 
1,800 - 1,899 
1,900 - 1,999 
2,000 - 2,099 
2,100 = 2,199 
2,200 - 2,299 
2, 300 - 2, 399 
2,400 - 2,999 
3,000 — 3,599 
3,600 - 4,199 
4,200 = 4,799 
4,800 - 5,399 
5,400 - 5,999 

6,000 & over 

Total 


Type of retirement 


Number Average Average 
as total total 
percent | annual annual 
income income 


$ 647 
1,055 
1,203 
1,303 
1,670 





1,776 
1,735 
1,861 
1,955 
2,017 


2,031 
2,111 
2,379 
2,182 
2,499 


2,503 
2,541 
2,751 
2,599 
2,814 


2,822 
2,895 
2,952 
3,114 
3,275 


100.00 2,895 100.00 2,235 


Table 9 
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Table 14 
Increases in cost of living since 1939 





Calendar Increase from 
year indicated year 
to January, 1958 





1939 105.9% 
1940 10.2 
1941 Peels 
1942 7505 
1943 65.3 
194s 62.6 
1945 59.0 
1946 16.6 
1947 28.1 
1948 19.0 
1949 20.1 
1950 19.0 
1951 10.2 
1952 7.8 
1953 6.9 
1954 6.5 
1955 6.8 
1956 542 
1957 1.7 





(wA®T APN) 
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